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COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

RE:  PETITION OF BAY STATE GAS COMPANY
TO INCUR LONG-TERM DEBT OF UP TO $50,000,000 DTE 02-73

FIRST SET OF INFORMATION REQUESTS OF LOCAL 273, UTILITY WORKERS
UNION OF AMERICA, AFL-CIO

In accordance with 220 C.M.R. 1.06(6)(c)3., which allows for the service of “[d]iscovery

requests . . . at any time after the commencement of an investigation,”  Local 273, Utility Workers

Union of America, AFL-CIO  (“Local 273”) hereby serves its first set of information requests upon

Bay State Gas Company (“Bay State” or “Company”).  In light of the fact that the hearing in this case is

scheduled for December 12, Local 273 respectfully requests that the Company provide responses on a

rolling basis, serving each response as soon as it is completed, rather than waiting for all responses to

be completed before serving them.

1. Please provide a chart that shows the structure of the Nisource, Inc. holding company,

including Bay State, Nisource Financial Corp., Nisource Corporate Service Corporation, and

all other holding company affiliates and subsidiaries. 

2. Please provide a list of the directors and principal officers of Bay State, Nisource Finance

Corp., Nisource Corporate Service Corp., and Nisource, Inc.
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3. Please describe the sources of capitalization of Nisource Finance Corp., including equity and

debt capitalization.  Specifically  and separately identify any capitalization that comes from

Nisource, Inc. or any of its affiliates or subsidiaries, and the issue date and interest rate of any

and all bonds or long-term indebtedness issued by Nisource Finance Corp., regardless of the

holder of such indebtedness.

4. Please identify any fees or charges (including but not limited to legal, underwriting, regulatory

filing and accounting fees or charges) that have been paid or that will be paid by Bay State to

any other entity in connection with the issuance of the $50 million in bonds, and include any

such fees or charges nominally paid in the first instance by an entity other than Bay State but

ultimately charged or billed through to Bay State.  Separately identify the stream of semi-annual

interest payments that would be due to Nisource Finance Corp. if Bay State issues the full

amount of $50 million in bonds. 

5. Please provide the bond ratings of Bay State, Nisource, Inc. and Nisource Finance (if it is

rated) for the last five years, including the name of each rating agency that provides the rating,

the date of the rating, and the rating itself.  Include a list of each named rating agency’s rating

categories, arranged from highest to lowest rating (e.g., “AAA”, etc.).

6. Provide the most recent balance sheet and income statement for Nisource Finance Corp. and

Nisource, Inc.

7. Please explain the source for the assertion or assumption (Rea testimony, p. 4, l. 22) that the

Company should have a 50/50 debt/equity ratio.  Include the current deb/equity ratios for each

utility operating affiliate or subsidiary of Nisource, Inc. and, to the extent available, the average
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debt/equity ratios for all gas distribution companies in the United States or any comparable

subset of gas companies (e.g., of comparable size).

8. Please provide any studies, documents, or information regarding recent utility debt issuances to

support the assertion that a 7.75% interest rate is reasonable, given market conditions.  Also

include the current yield on United States treasury bonds maturing in the year 2022.

9. According to Exhibit 3, approximately 75% of the Company’s current bonds bear interest of

less than 7.75%.  In light of currently low interest rates and the interest rates of prior Bay State

debt, please explain why the Company considers 7.75% a favorable rate.

10. For each of the bonds or indebtedness listed in Exhibit 3, provide the date of issuance and the

then-current yield of U.S. treasury bonds with comparable maturity dates.

11. Please explain how Bay State and Nisource Finance will reach a final agreement on the actual

interest that will be “no higher than 7.75%” (Rea testimony, p. 3, l. 13), including any

benchmarks or formulae the parties intend to use.

12. For the short-term debt sources listed on Exhibit 4, please list the initial borrowing dates (if

applicable), the due dates (if applicable) and rates of interest.  To the extent the Company

access these sources for funds repeatedly and frequently, please provide a general description

of how the interest rate is determined; the average length of time for which money is borrowed;

and the general purposes of the borrowings. 

13. Please state when Nisource Finance was first established or incorporated.

14. Please provide a calculation of Bay State’s rate of return on common equity for the most recent

period for which the necessary data is available, first including the acquisition premium
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connected to the merger with Nisource and, second, excluding the acquisition premium.

15. Please provide documentation or data to support the Company’s assertion that the issuance

costs of a bond floated through a third party would range form 1% to 1.5% (Rea testimony, p.

4).

16. Please explain why refinancing the Company’s debt, in the current very low-interest

environment, will increase the Company’s interest expense by $370,000.   Please identify

whether this is increased expense is in any part due to refinancing short-term debt with the long-

term bonds, and why this increases interest expense.

17. (a) Is it the Company’s position that the $50 million debt issue will make it financially healthier?

(b) If so, will the Company be considering any restoration of the extensive staffing cuts that

have occurred in the past few years or any reduction in currently-planned future staffing

cuts?  

18. (Exh. 5)  Please explain and detail the items that are categorized as “regulatory assets” and as

“current assets.”

19. Please restate all of the figures in Exh. 5, if the acquisition premium were excluded.

20.  Please provide a copy of the responses to any information requests submitted by the Attorney

General or any other party.
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Respectfully Submitted,

Charles Harak, Esq.
77 Summer Street, 10th floor
Boston, MA 02110
617 988-0600 (ph)
617 523-7398 (fax)

DATED: December 5, 2002 charak@nclc.org
 


